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Counsellors at Law C reiem A
233 Broadway Telephone: (212) 608-2700
Suite 2702 Telecopier: (212) 513-7206
New York, N.Y. 10279 Email: DOstheimer@Lamblerch.com
November 5, 2009

Andrew McGilvray, Fxecutive Secretary
Foreign-Trade Zones Board

U.S. Department of Commerce

1401 Constitution Avenue, NW

Room 2111

Washington, DC 20230

Re:  Application for Subzone Authorization at FTZ No. 203
REC Silicon — FTZ Board Docket Number 22-2009

Dear Mr, McGilvray:

As counsel to REC Silicon we are providing this letter responding to (1) certain
statements made at the Hearing held on September 1, 2009 and (2) written comments
filed with regard to the subzone application filed by the Port of Moses Lake seeking
subzone designation for the REC Silicon manufacturing plants located in Moses Lake,
Washington.

Avoiding the payment of antidumping duties on imports used to produce
exported merchandise is not the central objective of the REC Silicon subzone
application

© At page 3 of its written comments, Globe Metallurgical (Globe) alleges that “the central
purpose of these applications is to gain access to unfairly low-priced imports of Chinese
and Russian silicon metal without paying antidumping duties (ADD) on those imports.”
REC Silicon has consistentty maintained that this is not the case with regard to the REC
Silicon application. Both in our application (at page 5) and in our testimony at the
hearing (at page 35 of Transcript), we have stated that REC Silicon does not presently
puichase silicon metal from China or Russia. The savings analysis provided in the
application (at pagel10) does not include a projection with regard to potential savings for
ADD elimination since REC Silicon has not imported from either China or Russia and
has not definitively identified a source of supply from either country. If is therefore not
possible to project any potential ADD savings — neither the identity of the manufacturer
nor the time period are known, both elements which are needed to determine whether
ADD are applicable and the amount of said duties. As stated at the hearing, REC



Silicon’s position is that it does not wish to preclude its ability to eventually import
silicon metal that may be subject to an ADD Order without depositing the ADD at the
time of admission. However, to call this the central objective of the application is
extremely far reaching. Presently, REC Silicon sources the majority of its silicon metal
from Brazil, Norway, South Africa and Canada. The establishment of the REC Silicon
plants in Moses Lake will, as indicated in our application, eliminate the payment of
customs duties on the silicon metal imported from these countries, which will, in tarn,
make the polysilicon and silane gas produced in Moses Lake more cost competitive in the
global marketplace.

Use of a Foreign Trade Zone does not result in the circumvention of an
Antidumping Duty Order

The gist of the opposition to the REC Silicon application is that it will allegedly result in
the circumvention of ADD Orders on silicon metal from China and Russia (Mr. Sims of
Globe at Hearing at page 57 of Transcriptf). The ADD Orders for silicon metal from
China and Russia direct the imposition of ADD for all shipments of the subject
merchandise entered, or withdrawn firom warehouse, for consumption on or after a
specific date. These ADD Orders, like all other ADD Ordets, apply only to silicon metal
entered for consumption into the United States and do not encompass silicon metal that is
never entered for consumption into the United States — such as silicon metal admitted into
a Foreign Trade Zone or entered into a customs bonded warehouse or under a temporary
importation bond. Both US Customs and Border Protection and the United States Court
of International Trade (USCIT) have held that ADD are not to be collected on
merchandise imported into the United States under a Temporary Importation Bond. In
C.8.D. 93-21 dated March 30, 1992, Customs Headquarters stated;

Customs has consistently held that a TIB entry is nof an
entry for consumption. See 19 CFR 141.0a(f), defining
"entered for consumption” and 19 CFR 10.31(f), quoted
above, which clearly distinguishes between a TIB entry and
"an ordinary consumption entry"; note also that a TIB eatry
is not liquidated (19 CFR 10.31(h) cited above, see also 19
CFR 159.2). Court decisions interpreting the term entry for
consumption support this position (see A. W, ¥enton Co,,
Inc. v. United States, 55 CCPA 54, C.A.D. 933 (1968);
Excel Shipping Corp. v. United States, 44 Cust. Ct. 55,
C.D. 2153 (1960); Korlis, 1.td. v. United States, 56 Cust.
-Ct, 365, 367, CD. 2660 (1966), in which merchandise
entered. for consamption is described as that "which goes
immediately into the commerce of the United States, as
distinguished from merchandise entered for storage in a
warehouse, for exhibition, for transportation, etc.").



This interpretation has been supported by the USCIT in Titanium Metals Corporation v.
United States, 19 CIT 1143 (August 30, 1995} in which the USCIT citing to 19 U.S.C.
1673b(d)(1) stated that “the statutory language is clear that the assessment of AD/CV
duties is restricted to merchandise entered or withdrawn from warehouse for
consumption.” The Court held that “Commerce and Customs’ treatment of TIB entries as
not entered for consumption, for purposes of AD/CV duty laws, is reasonable and not
contrary to the legislative intent of the statute.” With regard to circumvention of an ADD
Order the USCIT held:

Potential for citcumvention is relevant, but only to the
extent it relates to statutory interpretation. While TIMET
claims it is clear that Congress’ intent is to close any
perceived “loopholes” in the antidumping laws and
Congress would have defined “entered for consumption” to
encompass TIB entries had it considered the issue, the
court does not discern such a clear intent, Despite past
legislative action by Congress to prevent circumvention of
AD/CV duty laws in other circumstances, the term “entered
for consumption” under the circumstances, AD/CV laws is,
at least ambiguous and the court will not infer legislative
jntent in derogation of the reasonable interpretation of
Commeice, '

The rationale of the USCIT regarding the intent of Congress in interpreting a statute as
written is a recognized canon of judicial jurisprudence. Since the statute restricts the
collection of ADD to merchandise entered or withdrawn from warehouse for
consumption, merchandise imported into the United States under a TIB, a customs
bonded warehouse entry or foreign trade zone admission is not subject at that time to the
imposition of the ADD. It is only when that merchandise is entered for consumption that
the ADD is to be collected. Tt is thus clear that the importation of merchandise under a
TIB, a bonded warehouse entry or a foreign trade zone admission does not result in a
circumvention of an ADD Order.

In fact, the Foreign Trade Zones Board Regulations provide a safeguard against
circumventing an ADD Order by requiring the admission of all merchandise subject to an
ADD Order as Privileged Foreign Status Merchandise (15 C.F.R. 400.33(b)). As a resul,
any merchandise covered by an ADD Order will, upon entry into the customs territory of
the United States, be subject to the deposit of the ADD at the rate applicable at the time
of entry. This Regulation was promulgated in 1991 after extensive review by the Foreign
Trade Zones Board and consideration of comments from all interested parties. In its
response to the comments, the Foreign Trade Zones Board noted the “special nature of
AD/CVD duties as a remedy for unfait trade practices” and adopted an “absolute
requirement” for the handling of all merchandise subject to ADD that would be entered
into the United States for consumption. This rational approach provides the protection to
domestic producers of the merchandise subject to the ADD Order by retaining the ADD
on merchandise destined for the domestic market (entered for consumption), while



balancing the interests of other domestic-based manufacturers who uiilize the
merchandise subject to the ADD Order that seek to compete in export markets where they
would be otherwise disadvantaged compared to their foreign competition,

REC Silicon sells, and will be selling, fhe polysilicon and the silane gas preduced
in Moses Lake to both related and unrelated companies

At pages 16 and 17 of its comments, Globe discusses what it describes as REC Silicon’s
predominantly captive customer base and cites to the 2008 Annual Report which
indicated that approximately 70% of the polysilicon volumes were shipped to REC
companies. Although REC Silicon is related to a number of its customers, it has been
enlarging its customer base in the past three years and hopes to continue to become more
diverse as it increases its production of both polysilicon and silane gas. As reported on
October 27, 2009 in the REC ASA Third Quatter 2009 Results, REC Silicon shipped
around 60% of its polysilicon volume in the third quarter to REC companies.

It is to be further noted that even though there is a relationship between REC Silicon and
a number of its customers, said customers are separate legal entitics and operate as
distinct profit centers. As such they are not limifed to purchasing their polysiticon and
silane gas from REC Silicon and have the ability, and exercise said ability, to purchase
polysilicon and silane gas from other producers.

Based upon REC Silicon’s current trend of atiracting new business from unrelated
entities and the fact that related entities to which REC Silicon sells its polysilicon and
silane gas are free to purchase said products on the open market, it is critical for REC
Silicon’s contimuzed success to be cost competitive with all producers of polysilicon and
silane gas. Foreign Trade Zone designation provides REC Silicon the ability to be more
cost competitive so as to attract new customers and retain existing ones.

The availability and price of silicon metal has fluctuated in the past and is likely
to fluctuate again in the future.

Globe has made a point both at the hearing and in its comments that there is no shortage
of silicon metal at the present time and the price is substantially less than stated in the
REC Silicon subzone application (Globe’s comments at pages 12-14). As was stated at
the hearing by both Mr. Searcy of Dow Corning Corporation and Mr. Bowes of REC
Silicon (at page 144 of Transcript) the availability of silicon metal is very cyclical ~there
are times when the supply is available and other times when the market is so tight that
manufacturers needing silicon metal are unable to locate the product.

At the heai‘ing, Mr. Perkins of Globe (page 64 of the Transcript) stated that:

This February at the same time REC Silicon was preparing this
application claiming there is a supply shortage, the company was



asking Globe to reduce or delay deliveries under the long term
contract. One month later, only two weeks before submitting this
subzone application, REC Silicon declared force majeure under the
contract and stated it was unable to accept any more silicon metal
deliveries until further notice.

This statement may leave the impression that REC Silicon’s claim in the application that
there have been supply shortages of silicon metal was misleading. Such is not the case.
At the point in time that REC Silicon declared force majeur, the company was
experiencing some unforeseen situations that prevented the new plant in Moses Lake
from starting up on time. As a result, REC Silicon was not in a position to accept any
more deliveries. As it turned out, REC Silicon did accept all Globe deliveries.

Attached as Exhibit 1, is the CRU Analysis for the price of silicon metal from 1999
projected through 2013. Tt is to be noted that in 2008, the price of silicon metal peaked —
this is the period of time during which the REC Silicon application was being prepared
and 2008 was cited on page 2 of the application as being when the cost was at its high.
The reason for this high cost was the increased demand and lack of supply. As the CRU
Analysis indicates, the projection for the future prices of silicon metal is that they will
start to increase at a fairly steady trend as the demand increases and the supply shrinks.
In further support of the tight market that existed for silicon metal in 2007 and 2008 we
are atiaching as Exhibit 2, an article published at page 4 in the November 19, 2007
Ryan’s Notes dealing with the tightness of silicon metal supplies. In addition, we are
attaching as Exhibit 3, an article that appeared on page 4 in the March 3, 2008 Ryan’s
Notes reinforcing that there was a lack of supply of silicon metal, due in part at that point
in time to the declaration of force majeure by Ferroatlantica SA. History has
demonstrated that the fact that there may be no shortage of silicon metal today does not
assure that there will not be a shortage in the future. This uncertainty as to cost and
supply of silicon metal greatly impacts the profitability of a company dependent upon
silicon metal as its source ingredient. This is one of the reasons REC Silicon sought
Forcign Trade Zone designation since it provides the company a mechanism to reduce
costs associated with the importation and use of silicon metal.

The current financial well-being of a company seeking subzone designation is
not a determinative factor with regard to the Board’s decision to issue a grant of
authority

Tn today’s ever changing economy the financial health of a company is never guaranteed.
A company can be generating a profit one year and lose money the next. The financial
well-being of a company is comprised of numerous factors — its raw material costs, its
labor costs, its general expenses, its customer base and their ability to purchase the
company’s products.

As pointed out in the subzone application at page 10, the savings that REC Silicon can
realize through cusioms duty elimination on imported silicon metal is estimated to be



between 2 and 3 million dollars for 2010 (it is to be noted that this estimation does not
include any projected savings for elimination of ADD since REC Silicon does not
anticipate having an approved Chinese or Russian supplier within the next year).
Contrary to the allegations of Globe this is not an insubstantial amount (at page 15 of its
comments, Globe states that these anticipated savings represent a miniscule percentage of
REC Silicon’s annual revenues and earnings). If the standard used by the Foreign Trade
Zones Board in evaluating a subzone application was the potential savings as compared
to an applicant’s revenues and earnings, none of the motor vehicle manufacturing or oil
refinery applications would have been approved. These projected savings, which are
savings in raw material costs, will be factored into the cost of the finished product to
REC Silicon customers and will make REC Silicon more cost competitive in the global
marketplace vis-a-vis its Asian competition, which as discussed below has increased its
market share dramatically within the past two years.

With regard to the financial well-being of REC Silicon, Mr, Kestenbaum of Globe stated
at the hearing that “the sales price of REC’s products, for those who are not aware, ranges
from $60 to $400 per kilo” (page 121 of the Transcript). The reference to $400 per kilo
is inaceurate with respect to sales made by REC Silicon, Attached as Exhibit 4, is a
graph produced by Photon Consulting indicating both the spot and contract prices for
polysilicon from February 2008 through October 2009. Virtually all of REC Silicon sales
were at a contract price and those extremely rare sales that were at the spot price never
approached the $400 per kilo level.

The granting of subzone designation to the REC Silicon plants in Moses Lake is
in total accord with the goal of the Foreign Trade Zones Act in that the
designation would place a US company in a more competitive position with
foreign producers that have recently increased their market share

The market share for US producers of polysilicon has been reduced over the past two
years and based upon the growth of competition from Asian competitors there is a slrong
likelihood that it will continue to diminish. Attached as Exhibit 5, is Polysilicon
Production data compiled by Winegarner, R.M. Healdsburg: Sage Concepts, which
reflects this trend. Based on polysilicon production, from 2006 through 2008, the four
U.S. producers of polysilicon saw their market share reduced from 57.63% to 40.96%.
During the same iime period the Asian producers of polysilicon enjoyed an increase in
their market share from 21.11% to 32.03%. Based upon announced capacity, this trend is
likely to continue with the Asian producers capturing an even greater market share by
2013. Of particular interest is the entry into the polysilicon market of Chinese producers.
In 2006 and 2007, their presence was insignificant. By 2008 they had captured
approximately 6.5% of market share. It is possible, based upon forecast announced
capacity that by 2013, the Chinese producers can have captured as much as 39% of the
polysilicon market share.

Additionally, we are attaching as Exhibit 6, an article that appeared on page 2 in the
August 31, 2009 Ryan's Notes announcing that Tokuyama is raising money for



constructing a planned 690 million dollar, 6,000-mipy polysilicon plant in Malaysia.
This Malaysian polysilicon plant will boost Tokuyama’s total capacity by 73%. Thus,
there is a real threat to REC Silicon’s long-term ability to retain market share. Foreign
trade zone usage through which REC Silicon can eliminate its customs duties as well as
potentially any ADD on polysilicon and silane gas to be sold in the global market will
help place REC Silicon on a more level playing field with its foreign competition.

Even though the REC Silicon project in Becancour, Canada is on hold (Mr. Bowes at
hearing at page 154 of Transcript), when the Becancour plant is operational it will be
producing the same articles — polysilicon and silane gas — as are produced in the U.S.
plants. Although under the same corporate umbrella as the U.S. plants, the Canadian
plants will in effect be competing for the same global customers. The potential ability to
eliminate the payment of ADD on silicon metal subject to an ADD Order would enable
the U.S. plants to be on equal footing with the Canadian plants since there is no ADD
imposed on Chinese or Russian silicon metal by Canada.

Globe’s claim that Subzene Designation for REC Silicon would result in Lost
Sales for Globe

It is to be noted that at the present time, REC Silicon is not, what could be termed a major
customer of Globe. According to Globe’s Annual Repott for the period ending June 30,
2009, its net sales of silicon metal for the year ended June 30, 2008 was 145,675 MT
whereas for the year ending June 30, 2009 it was 100,461 MT. For both years, REC
Silicon purchases of silicon metal from Globe averaged around 3% of Globe’s total sales
of silicon metal. For Globe to claim that the potential loss of 3% of its total sales of
silicon metal, with silicon metal constituting approximately 60% of its total sales for the
year ending June 30, 2009, scems a stretch.

Conclusion

Foreign-Trade Zone designation is important to REC Silicon’s ability to successfully
compeie in the global marketplace. All opposition voiced to the granting of the subzone
application has been limited solely to the potential use by REC Silicon of silicon metal
from China or Russia, two countries from which REC Silicon has not, and presently docs
not, source silicon metal. There has been no opposition voiced to REC Silicon using the
foreign trade zone program to eliminate the customs duties on imported silicon metal.
We have therefore devoted the focus of our comments on the ADD issue, which we
believe the Foreign Trade Zones Board thoughtfully and adequately addressed in the
promulgation of its Regulations in 1991,

In summation of our position, the elimination of customs duties and ADD on imported
raw materials (such as silicon imetal} contained in an article produced in the United States
(such as silane gas and polysilicon) utilizing American workers that will be exported to-
third countries is the intended goal of the Foreign-Trade Zones Act. The use of the



Foreign Trade Zone places the United States manufacturer (such as REC Silicon) on a
level playing field with its foreign competition. We therefore request that you approve
the REC Silicon subzone application without any restrictions. We fully understand and
appreciate that the Foreign Trade Zones Board, pursuant to its regulations at 15 C.F.R
400.31(d), has the ability to conduct a review of zone operations at any time after the
issuance of the Grant of Authority to ensure that the ongoing zone activities are in
compliance with the Foreign Trade Zones Act. We thank you for your consideration of
the REC Silicon subzone application.

Very truly yours,

“‘&‘\f}oﬂt‘c{ £ DA\SH&&V;&@JL

David R. Ostheimer
Counsel to REC Silicon
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100,000-mtpy high-carbon smelter in Twrkey. Dederan is in
negotiations with a Japauese company to form s marketing
compeny for its produets—Mitsui is currently handling the
Dedeman material. -

Tndin’s Rohit Ferro Tech plans to ralse its high-cashon fer-
rochrome production from 40,000 mipy to 180,000 mipy,
most of which is now slated for the export matket. The pro-
ducer will operate two smelters—Jajpur (four 16.5-MVA
anits producing10,000 mipy) and Bishnupur (five 9 MVA
wnits producing 70,000 mipy). RFTL is a customy smefter
though it has applied for mining rights and has at ore agree-
ment with Orissn Mining as well as buying imported feed.

DLA offered 1,500 toms of high-carbon ferrochirome
(68.88% Cr) from its Curtis Bay, MD, depotand 2-million Ib
of 0.14% C, 66,62% Cr low carbon from its Pr. Pleasant,
WV, facility at last week’s BOA sale. Meanwhile, the agency
still plans to start its SSA, or daily sales program, for fer-
rochrome in December (Ryans Notes, Oct, 29, p3). Instead
of being stored at a DLA. depof, tho material is it 2 Kinder
Morgan warchouse in Pittsburgh. DLA is in the pracess of
determining a premium for the ferrochrome; both low and
high carbon will be offered under the SSA.

DLA slso offered four fots of aluminothiermie chromg
metal at this monil’s BOA sale tofaling 129,794 b (644.897

 tons), The Jots—11.23 tons of German material, 30,77 tons
from the UK, 114515 tons from the UK and 11,4455 tons
From the UK. All the material s at Hammond, 1N,

The US imported 279,262, mt of high-carbon fer-
rochrome in the first three quarters of 2007 vs. 296,00 mt in
the same 2006 period. August imports wore 30,957.3 mt, of
which 29,669.1 wt came fromt South Africa. Major itnporters
in the first three quarters o£2007 (2006 in parentheses) were
South Africa, 186,777.6 rt {138,000); Kazaldistan, 62,265.2
mf {83,300 mf); Russia, 15,087.1 mt (34,900 mt); and
Finmbmbwe, 17,1032 mt (39,100 mt). Bven incorporating
DLA’s high-carbon sales, US stainless producers have shift-
ed more of their ferrachrome reguirements to charge chrome
at the expense of high carbon,

US imports of low-carbon ferreciirome, not more than
0,5% C) were 23,437.9 mt in the first three quatters of 2007
v&. 22,600 mt in the same 2006 periad. September shipnenis
wete 3,735.3 mt, of which 2,531.9 mt came from Russia, In
the first three quarters of 2007, Russia supplied 11,957.2 nyt
compared with 16,500 mit in the same 2006 period. US
imports of medium-carbon fervachrome (more than 0,5% C
but not more than 3% C) shof up fo 5,214.2 it in the first
three quarlers of 2007—4,100 mt from Soulh Africa and
1,114.2 mt from Kazakhstan—compared to only 10 in the
satme 2006 period, all of which eame from China.

International Ferro Metals (JEM) joined the list of South
Aftican ferrochrome producers lobbying for a price itxerease.
The eompany pointed out that higher Freight costs, in partic-
ular bulk shipping costs, on top of the depreciation of the US
doflar advemely affected its margins, Plus, IFM said the
South African ferrochrome industry was directly affected by
ke 6% depreciation of tiie US dollar against the South
African rand since July 1, The company is paying its sales
agents a 3% conuridssian,

TFM afso gave an update to its earlier production problems.
The company said that s new ball mill gear box has been
successfily installed and the pelietizing plant is now operal-
ing a full capacity. The replncement program for its electrade
pressure rings is two thirds complele. Replacement of the
pressuce rings which hold the contact points against the elec-
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trodes within each of the company’s two fumaces is pro-
gressing to schedule; IEM hus 48 pressure rings of which 32
have been replaced to date, All replacements have been suc-
cessfll and alf pressure rings are scheduled to haye been
replaced by the end of January 2008, The estimated produc-
tion loss from the twa probletns remains at 30,000 mt through
Jan, 31, and the company auticipates the smekter will resume
production at fhe rate of 267,400 mipy of ferrachrome with-
in a few months, On that basis, IFM expecis production for
the year ending Jute 30, 2008 to total 237,000 mt,

The feasibility study fo increase production capacity 1o
665,000 mipy of fercochrome is underway, A preliminary
Mineral Resource Statement for Skychrome deposit shows
vesource fons above those previously estimated. Negotiations
with banks to secure debt finance for the expansion are cor-
tinning.

Drazil’s Ferbasa produced 42,351 mt of high-carbon fer-
rochrome in the third quarter of 2007, up from 26,195 mt in
the sanme guarter of 2006, Low-carbon production, however,
fell to 3,669 mt from 4,384 mt during the same period.
Ferbasa, however, sold only 24,950 mt of high carbon
domestically in the third quarter of 2007, while low-carbon
safes were 3,416 mt; Ferbasa also exported 824 mt in the
third quarter, The company’s domestie prico for high carboi
was $1,297,51 per mt vs. $880 in the same 2006 period,
wiife iis export prce was $1,111.64 per mt, Ferbasa also
produced 11,660 mi of 75% ferrositicon in the third quarter
of 2007 and sold 7,673 mt domestically for §1,218.63 permt
and exported 7,788 mf for $1,218.63,

What happened to US imports
of less than 99% silicon?

Much of the first-half 2008 US silicon business has been
completed and most sellers were satisfied with the results.
The suppliers were able to convince buyers that the market
would remain tight for the foresceable future aud that there
was no chance of prices going down,

While US yearto-date imports of 99-99.99% silicon metal
were roughly the same as in the sane 2006 period, there has
been 4 major reduciion of imported supplies of less than
99% Si materal; most of this prade has supplied {he US see-
ondary ahuninum industry. “Silicon supplies ace tight, but
{he real crunch was caused by the loss of the lesser grade sil-
jcon,” one analyst pointed out. “As a result, US secondavy
aluminum producers had to compete for the more expensive
higher-purity grades.”

The US inported 99,448.8 mt of 99-99.99% silicon metal
in the first three quarers of 2007 vs, 94,200 mt in the same
2006 period. Septenber shipments were 10,786.9 mt The
major supplicrs in the first (hree quarters of 2007 (2006 in
parentheses) were; Brazil, 34,087.1 mt (34,500 mt); South
Afvica, 30,3771 mt (29,700 m); Canada, 15,6655 mt
(12,200 mt); and Anstratia, 13,263,6 nut (9,820 mt).

On the ather hand, the US impotted 7,017.5 mt of less than
99% silicon in the first three quatters of 2007 vs. 16,800 mi in
the same 2006 period. Major suppliers in the first three quat-
fers of 2007 (2006 in parentheses) were Canada, 4,316.9 mt
(6,640 mi) and Brazil, 1,618.2 mt (6,030 mt). I the same peri-
ods, deliveries from Norway fefl to 61 mi vs, 1,060 it in 2006,
while the Ukraine supplied 1,870 mt in 2006 but zero this yeat.

‘The third quarter of 2007 wasn't very kind to Timuminco’s
silicon business, The Canndian company reporfed a net loss
of C$514,000 in the third quarter and a net loss of
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C$522,000 in the first three quarters of 2007 vs. losses of
C$203,000 and C5995,000, respectively, in the same 2006
periods. The sirong Canadian dollar negatively impacted
Timmince’s botton: line. While silivon metal sales were up
it the third quarter and the first three quarters of 2007, sales
of ferrosilivon and byproducts were down, Tinuninco sold
30 mit of solar siticon in the third quarter of 2007 and 56 nxt
to date.

The sillcon segment had sales of C$28.6-million for the
third quatter of 2007, up C$500,000 vs. the same year-ago
period, while nine-month sales were C$76,E-million, wp
from C$72-miltion in the same 2006 period,

The last set of documents was filed In the MPM’s request
for a free frade zone for ils Waterford, NY, facility. Only
lawyers for Globe Metaliurgical filed rebuttals, basically
reiterating the company's position that MPM's gain wauld
be Globe's loss. Globe fears that if MPM wins lts case, other
1JS companies with foreign markeling operations could uso
the subzones to turn their US facilities into sxport platforms
using imported silicon while supplying the US market from
their foreign plants.

“Assurning MPM consumes an annual volume of silicon
equivalent 1o the volume consumed by fis predecessor, GE
Silicones, and replaced just 20% of iis annual requirements
with Chinese silicon metal, this change in sources would cre-
ate anal [ost sales of over $17-miilion (based on the repoited
contract price for chenical-grade silicon in the US for 2007),"
Globe wrote the Commission, “Bven if half of these sales were
Tost by suppliers of fairly fraded traded iinporis, Globe would
fose about $8.5-millon in sales annuatly if the requested sub-
zone status were granted, Thus, the likely losses to Globe if
MPM's epplicalion wers granted, range from $8,5-mithion to
$17-miltion, vnder these conservative assumptions.”

Trina Solar has signed a six-year polysilicon supply agtee-
ment with Sichuan Yongxiang Polysilicen, which is in the
process of building a 10,000-mipy polystlicon plant. Sichuan
Yongxiang's fist phase of 1,000 mt is expected fo begin
operations in 2003. Under the agreement, Sichuan
Yongxiang will supply Trina Solar with enough virgin poly-
sificon to produce approximately [,300MW of modules;
deliveries uneer this agreement will begin in mid 2008 and
continue thoough 2013,

With the coniract and with existing supply agreemenis,
Trina hes secured approximately 70% of its polysilicon
requirements for its 2008 planed production. In October,
Sichuan Yongxiang signed a contract 1o supply ReneSolar
3,700 11t of polysiticon over three-year perod beginning in
the second half of 2008, The polysilicon is sufiicient (o pro-
chice abont 45GMW of wafer production.

LDK Solar seid an independent andit commiitee is now
expected to report the findings of the investigation in early
December into aliegations made by a former LDK employ-
ee {hat the company ncorreclly reported its inventories of
polysilicon. The company will not issue its third-guarter
financials until the comnifiee’s report §s published, LDK
said its business remains sirong and i kas continued its wafer
produciion, shipments to customers aud capacity expansion
as planned. The ongoing investigation has nat had an itnpact
on pracurenient of polysilicon, production, capacity plans or
overall business.

Constatetion of LDK's TCS and polysiticon plant are on
schedule rud the company continues b believe it will be ready
for preduction capacity of 7,000 mitpy by the end of 2008. In
line with plans for construction of (he plant, LDK expects to
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recelve the two readily available Siemens technology-based
reactors and related plant equiptnent from Senways in the
fourth quatter 2007 and will begin Installation soon thereafter,
LDK sxpecis to start trial production of the equipment by the
end of second quarter of 2008. Delivery of GT Solar reactors
and other long-fead equipment and reaciors is expected to
commence in the second querier of 2008 through 2009.
Additionally, the company has hired skilled employees with
polysilicon and TCS produetion exporience.

LDK also received an ingquity from the New York Stock
Hxchange (NYSE) on the inventory allegations, and it will
cooperate fully with the NYSE,

For the fouwrth quarter of fiscal 2007, LDK estimates rev-
enue to be in the range of $165- to §170-miflion and fully
dituted eamings par ADS of 37¢ to 41¢. The wafer shipment
for the foutth quarter of 2007 is expected to be befween 82
to 88 MW,

Germany's Q-Cells, the world’s second largest producer of
solar cells, reported sales rose 50% in the first theee quarters of
2007 to €577.1-million from the same year-ago period; third
quarter sales were up 61% to €226, 7-miflion, The company’s
BBIT was up 44% fo €131, L-million; thitd-quarter BBIT was
up 43% to €50.2-million for the same 2006 period. Q-Cells
rovised its 2008 sales expectations to £1.2-bilfion, up §200-
mitlion, bofore taking into account the contrbution of Q-
Cells’ 17.9% stalee in REC. As for 2009, Q-Cells 1ised its
sales expectations o €1.7-billion, vy from €1.4-billion.

REC will supply EverQ, o joint venture of Q-Cells,
Evergreen Solar and REC, up fo 2,100 mipy of polysiticon
under existing and new contracts,

FERROALLOY Nofes

A stide interrupted some operations at the apen-pit Endako,
B.C., moly mine last week. The mi ot Endedo will con-
tinue to operate, using oro currently being mined from
the mine’s Denak West Pit, which was not atfected by
the slide, and ftom the mine's stockpile of ore. The pro-
duction rate, grade and recoveries at the mill may be
aftected, Thompson Creek said, Thompson Creek owns
75% of Endako and Sofitz owns 25%, Managemenl is
currently evaluating the situation and will release detalls
abouf ihe stide’s impact at a tater date, The week hofore
Thompson Creek revised downward its production fore-
cast for 2007 and 2008 because of mining conditions at
the Thempson Creek, ID, mine {Ryank Notes, Now, 13,
p2). Bndako produced 2.53-million W in the third quare
ter of 2007 and 7.46-million Ib during the fisst nine
months of the year In the past when slides have
ocewrred, mine personnel have done remedial work that
hag allowed the mine to function without long-term
intermuplion, Thompson Creek said, The slide occumred
on Nov, 12 partiafty butying o shovel that was mining
ore at the site, An aperator sustained only a minor injury
aul operations at the Endako Pil were shut in order for
the sttuation to be assessed,

On the keels of the Endako slide came news of an earth-
quake in Chile measuring 7.7 on the Richter Scale, The
center of the quake reportedly was in the town of
Calama which is the closest town (o the Chuquicamata
coppetimoly mine. A spokespersor for Codelco sald
that there was no electricity al the mine for about 12
howrs. Operations were quickly back to normsl,
Codelco said, and the only interruption was cotmected
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imports from Bhutan and Nepal; and regutations to discour-
age exports of manganese and chrame ores. The group hopes
that the ideas wili be incorporated into the govemnment’s
budget for the fiscal year beginning Apr, 1,

Baosieel, China’s largest steel mill, enfersd futo a long-
term supply agreement for high-cartion ferrochrome with the
Sichuan Jannanchun Group, which has two ferroclzome
plants with 100,000 mipy of capacity. In 2008, Jiannanchun
will supply 50,000 mipy of high-carbon ferrochrome to
Raosteel for three years, The purchase price for the inflial
50,000 mt of high catbon Is around RMB700-million
(598.6-miltion), Baostesl will consume approximately
450,000 mt of high-carbon ferrochrome this year., Baosteel
relies on domestic supplies for 65% of ferrachrome requite-
ments,

Tn 2007, China’s imports of clirome ore hit anall time high
of 6,090,317 mt vs. 4,320,970 mt in 2006, Tmporls were
1,963,864 mt (867,764 mi in 2006) fiom South Aftics,
1,082,806 mt (740,800 mt) from Turkey, 984,513 mf
(1,337,556 mt) from India, 337,263 mt {69,966 mf) from
Oman, and 295,133 mi (196,536 nt) fram Pakistan. In
December 2007 impotts were 461,105 mt vs. 289,781 mt.

Sylvania Resources has signed an amendment to treat
Samancor Chrome's ROM fines from thres new sites—
Chrome’s Broken Hill, Spitzkop, and Buffelsfontein East,
An estimated 300,000 mipy of ROM fines will be made
available to Sylvania to exiract PGMs and the chwrome ote
recovered from the fines will be yetumied fo Samancor at a
nominal charge. An additional 50,000-mipy chronie freal-
ment plant was bought from Samancor Chirome,

Norilsk, not Nikopol, is 50% owner of the Nkomati along
with ARM (Ryan’k Notes, Feb. 25, p2).

Farroatiantica’s SA force majeure

The US silicon market took another hif following
Ferontlintica’s force mqfenre, Small quantifies of spot
material were sold as high as $1.70 per b, with setters pre-~
dicting $2 in the near future. Some sellers wete already
offerfug fines at $1.85. In Europe, it was also a sellers’ par-
adise with no offer foo high though Litfe, if any, buying was
taking place.

Ferroatiantica declared a partiol force mgfenre (17%) on
siticon metal shipments from South Afiica on Feb, 26
(Ryan's Notes Online, Feb, 27). All the South African mate-
tial is sold in the US, The company has used all the safety
stocks at its 55,00-mipy smelfer, With Eskomt's 10% cutback
on electricity to the smelter, Ferroatléintica says it can only
produce 83% of nonnal on spec material; it is not known
what the campany is doing willt its off spec material. Bsko
began cutting back power [n mid-Jannary. The partiol force
majenreis for March and Ferroatl4ntica will make a decision
aboul April al a future date,

Ferroatlantica is in the process of reopeuning Hs closed
French smelters, and buyers sre hoping that sone of the
company’s Buropesn metal will slart coming to the US,
especially as it remains a premium market, In 2007, the US
jmported 38,033.3 mt (38,413 mt in 2006) of South African
tetal and 2,649.8 mt (0) frort Spain and none fom France;
Ferroatléntica is the only sificon producer in the three conn-
tries.

“Since the US is a import resteicted market, there aren’t a
lot of new sources o make up for any losses," ous buyer
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complained. T doi't know how romch Globe can increase
production, but whatever the compaty does, it will be
expensive.”

Globe stepped up its attempt to halt the possible circum-
ventlon of US dumping duties by Canadian companies
{Ryan’s Notes, Aug. 13,2007, p1). Globe initistly asked that
the ITA examing the dealinps of 18 Canadian companies for
mislabeted Chinese siticon, noting that during the period of
investigation (June 1, 2006 through May 31, 2007) 97.6% of
all silicon nietal imports into Canada originated from China.
In response, 12 of the 18 companies submitied responses,
and ane of these companies, Ferro-Alliages de Minérawx
reported expors to the US of 257.194 mt and claimed that it
exported only material produced in Canada" However,
Globe wrote the ITA and explained that Ferro-Alliages is nat
a Canadian stiicon metal producer and is in the business of
crushing, screening, blending, loading and unloading, pack-
aplug, and selling silicon metal and ofher products. Globe
wanls fo be assured that the Ferro-Alflages’ silicon was real-
Iy produced in Canada.

Clobe also noted that four other Canadian companies,
AMoychem Impex Corp., Coldstone Metals, Gather Hope
International, and Hunan Provincial Import & Export Group
didn't respond to the ITA’s questionnaire and therefore
should be subject to adverse facts available findings.

Cilobe asked the ITA fo withdraw requests for review for
10 Canadian companies: Bomet (Canada); Carbonsi
Metallurgical, Chemical & Alloy, Crown Ali Corp., Globat
Minerals (Canads), Global Minerals Corp., IMMECC
Resources, Lorbec Metals, SeaView Trading and
Transtrading House. The conpanies said they didn't export
and sificon to the US during the period of review,

With respect to MPM Silicones, GE Silicones, and Jiangxi
Gengyuan Silicon Industry Carp,, Globe also withdrew its
request for review even though Jiangxi Gangyuan shipped
3,056 mt to MPM In Canada during the periad of investiga-

. tion. MPM/ GR is a US sificones manufaeturer while Fangxi

Gangyuan was the anly Chinese siticon producer involved in
the review. Finally, Globe asked the ITA to extend iis review
for another 90 days—ihe tesulis were expected to be
relensed this week—to allow time to investigate the matter
fucther,

A major Japanese secondary aluminum atloy producer last
week bought Chinese 5-5-3 silicon for April-June shipment
at an average price of about $2,230 per mt, o..£, up approx-
imately $650 from provious quarter average price of $1,580.
The company also bought small amount of 4-4-1 at an aver-
age price of slightly less than $2,300, also up from about
$1,650 for the previeus quarter. Another Japanese consumer
also purchased 5-3-3 and iis prices were $2,160-2,200 per mt
AN

- Timminco will raise its production of sofar grade silicon to

14,400 mlpy fiom its initially planned ottput of 3,600 mipy.
‘The expansion, which is expected to cost $65-million, is stat-
ed to be compleled by mid-2009. The expansion will inciude
a new production facility equal in capacity to the mamfac-
turing plant cwrrently being conunissioned at its Bécancour,
Que., siticon smelter. Funding for the project will be from
current liquidity, customer deposits under Jong-term supply
agreements and expected cost flow from operations and will
be expended throughont 2008 and the first indf of 2009.
According lo Timminco, buyers have alieady comunitied
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Tor up to 6,000 mipy statting in 2009, and the company has
a pipeline of prospective customers whe ere interested in
buying solar-grade silicon from the company.

LDE Sclor signed an eight-year take-or-pay contract to
supply multicrystailine solar wafers Hyundsi Heavy
Industries (HHI) beginning in Iate 2008, HHI will make an
advanced payment reprosenting a portion of the contract
value to LDK Solar,

LDK had net sales of $192.8 million in the fourth quarter,
up 21.4% from $158,7-million in the third quarter of 2007,
and up 212% year-over-year from $61.9-milifon fom the
fourth quarter of 2006, Gross profit for the fourth quarter of
2007 was $58-million, up 18.6% fom $48.9-million for the
third quarter of 2007, and up 119% year-over-year, Gross
profit margin for the {ourth quarier of 2007 was 30,1% cotn-
pared with 30.8% in the thivd quarter of 2007 and 42,9% in
the fourth quarter of 2006, Net itcoms for the fourth quarter
of 2007 was $49.2-million compared to $41,6-million in the
third quarter of 2007, The company ended the fourth quarter
of fiscal 2007 with $83.5-million in cash and cash equiva-
lents.

For the firsl quarter of 2008, LDK estimated its revenue to
be in the range of $210-millon to $220-million for wafer
shipments of 98 MW to 104 MW, For 2008, LDK reiterales
estimated revenue to be in the ratge of $960-million to $1-
billion for wafer shipmenis of 510 MW ta 530 MW, LDX
also estimated polysilicon production to be in the range of
100 mt to 350 mt and gross margins of 26% to 31%.

Meanwhile, LDK’s inventory accounting for its solar siki-
con invenlores Is still being guestioned. Bven though the
company maintains that it hasn't over counted its stocks of
solar siticon (Ryant Notes, Oct. 15, 2007, pl), analysts af
last week’s conference cal werent't too Impressed. LDK uses
mostly reayeled, instead of virgin, polysilicon, saying it can
produce wafers with as little as 25% virgin material.

The analysis said they were nof able to replicate the same
inventories that LDK reported, and questioned why LDK
divided its inventory into two categories: Those that will be
used within oneyear, and those that will be used beyond that
periad.

In respouse, the company’s CFO said LDK’s inventory
numbers include polysilicon-contained shury, wires, and
other supplementary and packeging materials, nof only
processed polysilicon. By using two categories for fis inven-
tory, LDK. could place & value for the materlal on its balance
sheet even though it js nof processed polystlicon,

Analysts, however, questioned the accounting, saying
other companies don’t use the same agcounting and that it
may be wrong to capitalize material thal is not readily avail-
able for use and may be unusable,

Yingli Green Energy signed two polysilicon supply agree-
ments with DC Chemical. Under the first agreement, DC
Chemical will supply polysilicon with a value of approxi-
malely $27-million to Yingli Green Energy in 2008, Under
the second agreement, DC Chemical will supply polysilicon
wilh & fofal value of approximately $§188.miltion fram 2009
to 2013,

Hoku Scientific will raise an addifional $25-million by
issuing 2,893,520 shares and use the money to help finance
fhe construction of its planned polysilicon smeller in
Pocatello, ID. The compay Is now considering expanding
the plant to 8,000 mi; tie planl’s capacity is scheduled to be
3,500 mpy and is expected to Liave pilot production by the
second half of this year and conumercial shipments in the
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first half of 2009, With its 3,600-mipy of capacity, more than
half the cost of construction is covered by custorner pre-pay-
ments, All of Holku’s customer contracts are long-term, fixed
price and volume and all pre-payments are long-tenn
sources of capital with secired by lotters of credit or in
escrow. IfHoku goes ahead with the expansion, the compa-
ny's operating leverage will inerease and gross marging,
post-expansion, will be 45-55%.

The company belioves that solar sillcon demand was
49,011 mt in 2007, with production slightly less than £06,000
mt. By 2008, demand will he 54,737 mt, and virgin outpul
will bo approximately 48,000-49,000. By 2009, demand wilt
be 60,496 mt and there will be a slight surplus solar silicon,

By 2010, production fiom existing producers will be
avaund 60,000 mt but thers will be a deficit of around 10,000
mt and that deficit will grow to over 20,000 mt by 2411,

Amnalysts agree that the polysticon shortage may be end-
ing. Most existing producers have anmownced capacity
increases and the narket has beeh flooded with new entrants,
Free-market quotes seem to be stabilizing after a period of
rapid speculative growth,

While most of the producers have take-orpay contracts
and resquire the buyers to pay over 10% of the fotal value of
the deal to help finance construclion of the new capacity,
some producers are now looking for a higher "down pay-
ment," fearing increased volatility in prices and supply,

*pricing is a mess," one seller confided. "There is the fiee-
market price, but very little mederial is sofd on that. Then
there is a “real price’ for buyers who need additional materd-
al, and finally there is the contract price, which is at a size-
able discount fa boil, but has lots of preconditions. It is
impoysible fo vatue of the polysilicon from reclaimed serap,
which is a significant factor in the market.”

Finalfy, there was a sell off in almost all solar power com-
paity shares fast week following a negative report on the
fidustry from a Bank of America annlyst,

Genmaiy’s Solarvalue hopes to begin solar-grade siticon
production by the second half of 2008 from its new plant in
Ruse, Stovenia; the facility onee produced caleium carlide
and has the infrastructure—are and induction fumaces,
smelting and casting planis—necessary for o quick startup.
The company is building a laboratory-sized produetion facil-
ity In the US, The facility will test metaflurgical-prade siti-
con from 2 vadety of potential suppliers as well as evaluat-
ing the sbility of its process to refine metallurgical-grade sil-
icon iito solar silicon at its plant in Sloventa. GE Energy, the
old owner of MPM, has developed a methad to create solar
wafers frony inferior silicon materials.

OMG benefits from strohg demand

Od Group’s record results for the fourdh guarter and all of
2607 were the result of strong demand “in nearly every end
warket we serve, most notably battery, chemical, powder
meetallurgy and tive,” said Joseph Scaminece, Chiairnnmn and
CEO, and also the resuli of favorable pricing for produects.
Despite mixed indicators about the global economy,
Scaminace said that the company is “on farget” fo reach its
goal of having consolidated revenue of $2- to $4-biilion by
2010,

Scaminace confimed that OMG has a sales control pro-
giamn for its metal tools and diamond culting powwders, but he
added that the company has “no issues with longstanding
customers.” OMG, lie said, bad seen an increase in buying
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POLYSILICON PRICES {2008-2009)

Source: Photon Cansulting’s Confidential Sificon Price Index:(Menihly Subscription).
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FTZB / POLYSILICON DATA

POLYSILICON PRODUCTION (2006)

2006 LOCATION PRODUCTION IN MARKET SHARE
METRIC TONS

HEMLOCK UsA 11,621 30.9%
WACKER GERMANY 6,879 18.3%
REC SILICON USA 6,000 16.0%
TOKUYAMA JAPAN 5,503 14.6%
MEMC USA 2,600 6.9%
MITSUBISH! JAPAN 1,600 43%
MITSUBISHI USA 1,450 3.9%
MEMC ITALY 1,100 2.9%
SUMITOMO TITANIUM JAPAN 850 2.3%
TOTAL 37,603

Source: Winegarner, R. M. (2007). Polysilicon 2007. Healdsburg: Sage Concepts.
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POLYSILICON PRODUCTION (2007)

2007 LOCATION | PRODUCTION IN METRIC | MARKET SHARE
TONS

HEMLOCK USA 14,500 3L7%
WACKER GERMANY 8,100 17.7%
REC SILICON USA 6,400 14.0%
TOKUYAMA JAPAN 5,600 12.2%
MEMC USA 2,600 5.7%
MITSUBISH! JAPAN 1,600 3.5%
DOW CORNING (UMG) BRAZIL 1,500 3.3%
MITSUBISH! USA 1,500 3.3%
OTHER NEWCOMERS VARIOUS 1,500 3.3%
MEMC ITALY 1,100 2.4%
OSAKA TITANIUM JAPAN 900 2.0%
ELKEM (UMG) NORWAY 280 0.6%
TIMMINCO (UMG) ' CANADA 170 0.4%
TOTAL 45,750

Source: Winegarner, R. M. {2008). Polysilicon 2008, Healdsburg: Sage Concepts,



POLYSILICON PRODUCTION (2008)

2008 LOCATION PRODUCTION IN METRIC MARKET SHARE
TONS

HEMLOCK USA 13,500 21.6%
WACKER GERMANY 11,900 12.0%
REC SWLICON USA 6,200 9.5%
TOKUYAMA JAPAN 5,419 8.7%
MEMC USA 4,400 7.0%
DC CHEMICAL KOREA 3,700 5.9%
MSETEK JAPAN 2,700 . 4.3%
DOW CORNING (UMG) BRAZIL 2,000 3.2%
MITSUBISHI JAPAN 1,550 2.5%
MITSUBISH! USA 1,500 _24%
MEMC TALY 1,300 2.1%
OSAKA TITANRIM JAPAN 1,250 2.0%
LUOYANG ZHONGUI CHINA 1,100 1.8%
JACO SOLARSI (U MG} CHINA 1,038 1.7%
TIMMINCO CANADA 1,000 1.6%
XNGUANG CHINA 1,000 1.6%
OTHER NEWCOMERS VARIOUS 881 1.4%
ELKEM (U MG) NORWAY 800 1.3%
JFE STEEL {UMG) JAPAN 400 0.6%
EMEI CHINA 300 0.5%
DAQO CHINA 289 0.5%
GCL CHINA 273 0.4%
TOTAL 62,500

Source: Winegarner, R. M. (2008}, Polysilicon 2008. Healdsburg: Sage Concepts.




POLYSILICON SUPPLY FORECAST {2009-2013) -- Based an "Announced Capacity
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will be fradable on NASDAQ.

Credit Suisse and Goldman Sachs downgraded Q-Cells
stock, saying that the solar cell inanufacturer has been forced
ta close 50% of its German capacity and has suffered expan-
sion delays at its Malaysian plant.

Tokuyama will raise up to ¥49.9)-billion {$530-miliion),
of which ¥20-billion ($212-milfion) will be used for various
investment and the remaining money will be wsed for con-
structng the planued ¥65-billlon ($690-million), 6,000-mipy
polysiticon plant in Malaysia.

Tie company will issue 65-million new shares and an
additonal maximum 9-milllon shares in an overalloiment
opticn in September, ‘The Malaysian polysilicon plant will
boost Tokuyama's total capachly by 73%.

In a blow to the scrap polysilicon market, the Chinese gov-
ernment baoned jmporis for environmental reasons,
According to analysts, scrap accounis for up to 30% of the
feed for solar applications. While the ban huris companfes
that proeess or nse the polysilicon serap, it is a boon for pii-
mary polysilicon manufacturers who no longer have o com-
pete with much cheaper scrap,

According to Chinese environmental officials, the ban was
necessary because the heavy chemicats used to process the
scrap produce waste that eould harin the environment,

While cveryone agrees that flie ban has gone into effect, it
may not cover all grades of scrap, Rick Doobus, CEQ of
Hemlock Semiconductor, was quoted as saylng that the
restriction may only cover tops and taifs from siticon ingot
production, broken silicon wafers, and (he “small fraction of
polysilicon produciion that does not meel quality specifica-
tions,” That material, according to Doobus, is used in about
10% of Chinese solar cell manufacturing, and the proporiion
is declining. No maiter what, fhe ban will have no effect on
Hemlock, the wodd's Jargest polysilicon producer, On the
other hand, the ban has caused some confusion in the porls,
and imports of polysilicon are belng held up,

There was speculation that the Chinese government has
decided to regulate the number of domestic polysilicon pro-
ducers in order to match supply with demand. “The govein-
ment does't want the same mess of (oo many small and inef-
ficient sificon wetal smelters to be duplicated in polysilicon,”
said an analyst.

A pause in Chinesa chrome market

Ferrochrome prices continred to fimn last weck on small
businesses, Most suppliers were still trying to get a fix on
fourth-guarier consumption, but no clear picture was emerg-
ing. Western low-carbon praducers were closely monitoring
Chinese exports, One shipment of over 1,000 m( of 0.10%,
low-chrome ferrochrome left China fast month bound for the
US. Insiders said the matedal was probably bought when
Chinese prices weie below $1.80 and ls now ety leaving the
port. Chinese suppliers are frying to mise their f.o.b, prices to
near $1.90, up about 8-10¢, but are meeting resistance.

Some of the shine may be wearing off the ferrochrome
markel, China, whiclt has been the driving foree in the mar-
ket, seems to bhave lost Its luster Chingse ferrochrome
sineliers lowered their prices in the last couple of weeksina
bid f0 attract strinless mills to buy and fo conypete with
imports. “At present, the domestic stainless steel market is
taking a breail), so kecping oursclves cheaper than imporis is
the only card for us to play,” said a wajor ferrachrome
smeller,

Spol prices for high carbon last week were 7,600-7,800
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yuan per mt (85-88¢ per 1b) VAT wnpnid, compared with
8,000-8,200 yuan (90-92¢) thwvo weeks ago. And, with steel
prices starting o weaken, major stainless mills are reported-
ly ot going to increase theiy purchase prices for domestical-
ly produced material in September.

China remains the wmagnet for chrome ore fmports. In July,
imports reached 749,572.8 mt vs, 477,301.2 mt in June, The
major suppliers in July 2009 were South Africa, 274,960.8
mt; Turkey, 159,23 1.4 mt; Indla, 102,126.9 mt; and Oman,
60,495.5 mt. In the first seven months of 2009, Chinese
chrome ore imports were 3,098,057.1 mt vs. 4,206,705.4 mt
in the same 2008 period.

Chinn’s imports of high-carbon ferrocirome were 200,106
mt in July vs, 236,962 mt in June and 97,704 mt in July
2008. Imports were 105,284 mi (42,175 mt in July 2008)
from South Africa; 44,784 mt (35,231 mt) from Kazakhstamn,
26,839 mt (20,271 mt) from India and 9,015 mt (¢ mf) from
Turkey. in the first seven monihs of 2009, imports were
1,250,715 mt vs. 756,630 ¢ in the same 2008 peried,

China’s exporis of tow carbon ferrochrome weie 3,438 mt
in July vs. 2,045 mi in June and 9,243 mt fn July 2008,
Biporta in the first seven months of 2009 were 18,371 mt vs,
52,498 mt in the same year-ago period.

Assmang Is planning to reopen its second charge chrome
fumace at the begitming of Seplember; the wit produces
50,000 ntpy, It is currently only operating one furnace pro-
ducing 45,000 mipy. The producer has no cumrent plans to
reopen its avo remaining furnaces— 100,000 nrtpy and 50,000
mitpy—and will wait until warket conditions improve.

DIA offered 1,000 toas of 66.18% Cr high-carbon fer-
rochrome from Pi. Pleasant, WV, at Inst week's BOA sale,
The agency also offered 720,000 1b of 0.13% C, 65.78% Cr
from its Ravenna, OH, depot,

Outokumpu will restart its 250,000-mitpy ferochrome
smelter al the beglnning of October as earlier planned. The
two-fumace smelter has been closed since April, The plant can
numn efficiently only at full capacity. While most of the fer
rochrome is used infemally, some will be sold, Competitors
say Outokumpu’s cost of production ts around 94¢ per1b. The
coimpany is also restarting its Kemi chirome mine at the end of
September; all of the mine's production goes to the smelter.
Outokumpt’s stainless mill 35 coming back onsiream one
manth eaclier (han plammed, i.¢., September. )

Elementis reported a pretax loss of £30.2-million for the
first-half ended June 30, reflecting mainly an exceplional
charge related to the closure of s Eagleschiffe, UK, clrond-
um factlity; the company reported a profit of £26.8-million in
the fivst hatf of 2008. On an adjusted basis, eamings declined
from the prior-year period on lower cusfomer demand and
sales volmnes, During the first half, the company recorded a
aie-time charge of £32.4-million, of which £27.7-million
related to the closure of Bagleseliffe, Revenues decreased o
£172.2-million in the first half of 2009 from £186.9-million
in the comparable pedod a year ago. The company's chromi-
um segment reporied revenue falling to £52.9-million from
£793-million in the same 2008 period,

Nucor to test US Silin market

The major test of the silicomanganese markel will happen
this week. Nucor Yamato, the largest single US wser, ten-
dered for its frst-half 2010 commitments and s seeking
16,800 tons, or 12 bacges. In addition, the mill iz buying For
o ofhier Mucor mills: Jackson is looking for 1,400-1,500
tons for mid-February 2010 defivery, while Hickman wants
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